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From the viewpoint of fiscal decentralization, this paper analyses the formation 
of our countries’ local governmental fiscal competition relationship, and the effects of 
local governmental fiscal competition on the regional economic disparity. Based on 
spatial relativity of local governmental economic behaviors, the relativities between 
local governmental fiscal expenditure competition and industrial agglomeration are 
also explored, besides the relativities between the local governmental fiscal 
expenditure competition and regional divergence. In the end, it proposes some 
policies on how to decrease the regional economic disparity and realizes harmonious 
development between different regions.  
    This dissertation attempts to make a new explain for the influence factors and 
formation mechanism of regional economic disparity in China, and explicates by 
means of economics theory, which the local governmental competition under fiscal 
decentralization embodies distinctly in local governmental expenditure competition 
with the characteristics of infrastructure construction. This kind of competition brings 
imbalance of regional industrial agglomeration, while industrial agglomeration is an 
important influence factor of regional disparity. At the same time, the local 
governmental fiscal competition leads to alienation of local governmental economics 
behaviors, and aggravates the regional economics disparity as well. Because the 
developed province has advantage of finance, the regional disparity determines 
finance disparity, and finance disparity expands regional disparity as well. The 
regional disparity expands simultaneously under the mechanism of circular 
accumulation.  
   The empirical research useing spatial econometric model shows that the local 
governmental competition has been the important driven force for the local industrial 
agglomeration in China. The local industrial agglomeration has characteristic of 
spatial relations. This relationship has been further proved in the Fujian province. This 
dissertation constructs a regional economic growth model based on the spatial 
econometric. and addresses theoretically that the formation of regional disparity has 
the characteristic of spatial relativity, from all the provincial data analysis, the validity 
of academic hypotheses is showed.. 
    This dissertation proposes that the local government should be restricted because 














of their fiscal income. In addition, the local government may give consideration to 
improve the people's livelihood, so this dissertation details upon the new connotation 
of regional economic harmonious development. It includes the meaning of different 
regional people’s equalization of basic social welfare, which has two aspects, namely, 
equalization of purchasing power, and equalization of basic public services in each 
region. 
   This dissertation attempts to analyze the mechanism of how China’s local 
governmental fiscal expenditure competition effects regional economic disparity 
under the framework of mainstream economics by means of economics criteria and 
empirical approaches, in additions to descriptions and reasoning by logics, many other 
convincing methods are employed, such as diagrams and measurements. 
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